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I am particularly pleased to be able to talk to you
today because I am in such hearty accord with the purpose of
this series of meetings, which I understand to be educatlion
for democracy. I applaud the initlative and the public spirit
of the leaders of the Women's Division of the Democratic
National Committee in making this notable convention possible.

In considering your invitatlion it seemed to me that I
might contribute most to stimulation of your thought on the
problems of democratic government by talking to you about the
money of the United Statee, and particulsrly about gold. I
have chosen this subject because I think it is one in which
all of you are interested; and it 1is one about which you may
be asked a good many questions as the year proceeds.

Oné thing you will hardly need to be told about our
monetary system; that is, that the American dollar is the
goundest unit of currency in the world. Its value 1s
unquestioned here at home and 1t 1s not questioned anywhere
else in the world. It is a solld rock of strength and
stability amid all the monetary confusion created by aggression
and war, It 1s more than a domestic currency; 1t has become

in the last few years more and more an international currency.




Pcople throughout the world who arc driven by disaster and
foar to hoard currcncy prefer to hoard the currency of
the United States, when they can get 11T,

Woe have tried through many means to facllitatc
stability in the currcncies of the world. An outstandlng
cxample is the Tripertiftic Accord which we initiated in
Scptember, 1936. In all, six of the leadling democracics
of the world have subscribod to the principles of that
Accord, Unfortunatcly, thc progress wo were making in the
ficld of intcrnational finance and trade has bocn
interrupted by thc cataclysm in Eyrope,.

Onc of the most striking devilopments of thesc recent
yecars has becn the universal confidence in the Amcrlcan
dollar ases onc of the very few cortaln things in o highly
uncertain world,

Some of our citizcns who admit the strength of the
dollar and thc world's confidence in our currcncy now
sugirest that confidconce in our dollar has resulted in fThils
country receciving too much gold,

During the last 6 yecars we heve acquircd about $10
billions of gold from eobroad,

Why has so much gold come to the Unitoed Statcs?

In the first place, we have cxported many billions of
dollars! worth of goode and services in oxcess of the amounts
we have importnd. Sceondly, large amounts of forcign funds
have comec to this country to be placcd and kept on dcposlt

with our banks, Forcigners have scent thelr funds herc for




sufekecping because of the peace, ntability, and security
which thisg country enjoys,

Thirdly, forelgners have made large investments 1in
American industries becavse they regard American business
a8 a safe and profitable investment, Finally, Americans
have been withiraﬁing thelr funds from abroad and liquidnting
their Toreign investments in large sums because they prefer
the dollar to any other currency,

’ It is for thege reasons that we have had so large
a favorable balance of payments; it 1g for these reasons
that gold hag come and is contlnuing to come to the United
Stateg,

Gold moves from country to country not nrs 4 commodity
but as g means of payment, the one final medium thircugh
which internatioqnal scttlenents are made,

The continued acceptance of the gold that comes here
is the cnly sound course of action opeén to us, Trere are,
1% 1s true, other courses of aection theoretically ﬁossible,
but they woyld all have disastrous conseguences,

Take, for cexample, the nropogal 50 frequently made
to us that we 8top buying gold, It has theo charm of
8implicity, " All that WCe have to do 1s %o 1amue an
appropriate Treasury order, Byt lct mo tell you what I
think would happen, Dollarg abroad would Instantly beeome
very scarce and more cost;y, end the foreigner would find

1t much mop- eXpensgive to buy Amcrican goods, For eéXample,




the Brltish pound, the Canadian dollar, the Freneh franc,
the Dytch guilder would &t once sharply deprcclatc. A chain
of forcca would be sct in motion which would disrupt our
trade, scriously discourage what rcmalns of world commerce
and rcmove from world finance the strongest cleoment of
stablility.

The caossation of gold nurecnascs would have the
following thrce lmmcdlatc cffeets of grcecet importance to us:
Firstly, thc scle of Amcricen products in foreign

markcts would be made much norc difficult, This would not
apply so much to wer motcriels, which foreign countrics want
so urgently, but it would hit hard our cxport of hundreds

of agricultural «nd industrial commoditics net vital to the
conduct of thie war, Wc would losc hcavily in the very
morkete we wlll badly necd when the war is over,

Sccondly, therc would rcsult an immediatce flood of
imports of chcapened forcign goods, which would cdecal an cven
morc scrious blow to labor, industry and egriculturc in
Amcrica, The very ltems which compecte with our domestic
products would declugc our homc markcts. Mcat and dairy
products, tcxtlles and hundreds of othcr articles would at

once bc subjected to greatly intensificd compctition from

abroad,
Tt

hirdly, Amcricans who have inv.stmcnts abroad would

find that thcy had suffercd substantial dollar losscs




overnight just as forecigners with investments herc would
find that thecy had windfall gains overnight,

8o you sce this slimplc remedy 1s, in ¢ffcet, a proposal
that would complctcly disrupt our foreclgn cxchanges and
our trade and grcatly lncreasc uncaployment in thls country,
And so with the other .naive proposals which some well-
meaning cltizcns suggest as a remedy for our accumulating
gold stocks,

Shall we follow their sdviee and cut the price for
gold? A modcratc cut would be ineffeetive, and a cut 1n
pricc sufficicntly largc to have & signitficant cffecet on
the gold inflow would introducc the same concitions as
would follow prolilbition of y0ld isvortas, This also would
causc a surious ducrease in our trade and a big iacrcase
in uncmploymont,

Shall wc, as somc have sugccrtoed, discriminatc agalnst
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certain countrics in our purciiascs of rold? HSueh = policy
would not cvin have the virtuce of effecetlvecianc:ss, The
active coopc ation of »nractically the cntirc world would

be rcquired to nruevent any onc country's gold from cntering
the world's markcts ~nd rceaching thce Unitcd Statcs.
Obviously this would be imposrciblc cven in normal times,

let alonc at a time such as this, Besides, the valuc of gold

lo proportionatc to 1ts ungurslificd usc and acccptancc as an
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intornational medium of exchange. To 1limit 1ts acceptance
would mean to reduce 1its usecfulneses.

There is yet another alternatlve which has always
been open to us. Instead of taking gold we could have
granted credit. Americans could agaln have accumulated
huge unsettled claims abroad. We have had experience with
thrt system -- cxtensive experience -- in the decade that
ended with the economic collapse of 1929. It 1ls doubtful
thot Americans would want to repeat that experlence.

For the excess of goods we shippcd and for the dollar
credits we gronted we have taken gold in the last six
years instend of promlssory notes. The phrase "good as
gold" still has real meaning in the world. I prefer the
gold to piccecs of Tforeign paper. I think most Americans
agree wlth me.

Our gold policy is carefully adjusted to the reallitles
of o complex world sltuation. There have been many glib
suggestlons for changlng that policy. Examination of each
of these suggestlions has revealed, a8 in the examples I have
mentioned, that in the effort to remedy fancied evils they
would bring on real dlsaster.

Of course, should basic conditions alter, should we
be confronted with new and unforeseen geonomic and political

developments, the government will nccessarily take such
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actlon as will best protect American interests. It 1s to
be prepared for such contingencles that the powers with
respect to gold operations have been kept flexible,
The Treasury 1is constantly observing, analyzing and studying
the course of events in their relation to monetary problems
in which this country 1s interested, But nothing has yet
appcared which would warrant any change in our gold policy.
There 1s only one sound way 1in which we can work

. to reduce the inflow of gold and to promote the return of
at least a part of the wealth it represents to useful
service in the lands from which it camees That way 1s to
do everything in our power to contribute to the return of
peace to the world and to encourage reconstruction gnd
the restoration of normal trade. With the restoration of
endurlng peace and economic stabllity abroad the gold
problem will solve itself. Our great export surplus

.wlll drop--not because we shall sell less abroad but
because we shall buy more. Forelgn capital will be grad-
ually repatriated —- not because we drive it out but
because 1t is attracted home by the reemergecnce of sccurlty
abroads Our investors will once arain invest their funds
abroad -- not because of the scarcity of opportunity at
home but becausec of greatly enhanced opportunities for sound
and profitable investmonte in other lands. And finally our
tourlsts will spend hundreds of millions more 1in foreign

countries,
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These are the developments which will automatically
and gradually direct the flow of gold away from the
United States. Thesec are the developments upon which we
must concentrate. We must concentrate on the promotion
nf further reccovery here and peace and securlty abroad not
in order to correct the gold situation, but becausc
prosperity, peacc and security are in themselves the supreme
ende of governmental policy. That thelr attainment will
algo solve the world's gold problem 1s only a by-product,
but an important once

I should like finally to turn to the question of the
continued usefulness of the gold we have and the gold we
arc going to gct. This 1s a matter that 1ls troubling
gsomc peoplce

Let mc reassurc you once and for all. As long as
there are independent nations, and as long as there 1s
intornational trade in goods and services, 80 long will
1t be necessary to scttle international balances. Gold 1s
the international medium of exchange par excellence.
Ite acceptabllity 1s universal; 1ts utility as international
money survives changcs 1n cconomic aystems., It 1s used
and necded just as much by thc frecst democraciecs as by the
most rigild dictatorships -- as much by capitalist

cconomies as by socialist cconomiles. It is the refined
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instrument of international exchange of goods and services,
as well as an essentlal ingredlient in the more complex
international financial transactions —=- an instrument
that has functioned without challenge for hundreds of
years, Every foreign country wishee it had more of 1%t;
no foreign country likes to lose any of 1t; all counﬁries
accumulate 1t as soon as they can afford to do so. And the
fact that some countries find i1t possible to conduct theilr
international trade without gold does not mean that they
prefer to do so any more than people reading by candle-
light do so because they prefer candles to electricity.

Gold does not lose 1ts value because some countries
are forced to resort to clearing arrangements, barter,
import controls, and other substitutes. All these sub-
stitutes are admittedly worse alternatives. They are
methods of conducting trade and finance which will only
be adopted when a country does not possess adequate gold
holdings. Governments resort wholly to these substitute
methods for keeping a country's balance of payments 1n
equllibrium only during times of great and prolonged
etress and instability, and only when for one reason or
another they have been unable to prevent the loss of most
of their gold holdings. All countrles would llke to

have more gold, and the countrles which have the least are,
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you will find, countrics which a;c striving most to add

to thelr gold holdiigs. They do so because they know

that an adequate surply of gold promotcs cconomic strength
and furthers financial stabllity.

To be sure, if the political picturc of the world
should undergo a drastic change in the future, so that
instead of fifty or sixty independent nations there should
exlst only one or two groups dominated by ruthless powers,
then international trade and finance may assume the
character of domestic trade., Therc would ceasc to be
independent monetary systems, as there would cease to be
Indepcndent foreign policics. Balances between countries
would be settled as balsnces betwcen our statcs arc now
scttled -~ that 1is, by transfers of deposits, Undcr asuch
circumstances 1t might well be that zold would no longer
be needed, Pyt under those circumstances life would be
80 dlfferent that the possible loss in the value of gold
would, I am sure, be the least of our troublcs,

Certain governmente may boast of the day when
independent dcmocracles will disappear. I, for one, have

no fcars that such boaste can be made good, I am as
confident that gold will continue to be used as the

medium of international payments as I am that thc majority
of nations will succeed in maintaining thelr independence,

With the return of peacc and of normal economic and
P
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